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IBRD Loans to Brazil, Turkey, and Australia 


Brazil 


The International Bank for Reconstruction and De- 
velopment on February 24 made a loan of US$18.790,000 
to the Brazilian Traction, Light & Power Company, Ltd., 
to help finance the construction of a thermal electric 
power plant at Piratininga near the city of Sao Paulo. 
The new plant will alleviate the power shortage in the 
Sao Paulo area, an important center of industrial pro- 
duction. The electric utility which serves the area is the 
Sao Paulo Light and Power Company, Ltd., a subsidiary 
of Brazilian Traction. In recent years the company has 
had difficulties in accepting new customers without re- 
striction, and power is now being rationed, with a con- 
sequent loss of industrial production. 

To meet the demand for additional power, Sao Paulo 
Light intends to double its present capacity of 500,000 
kilowatts by 1956. As a first step toward this objective 
the company, in 1952. started construction of the 160,000 
kilowatt Piratininga plant, which it will own and operate 
when completed. The plant is scheduled for completion 
by the latter part of 1954. The total cost of the project 
is estimated at the equivalent of US$35 million. The 
Bank’s loan of $18.790.000 will pay for the imported 
equipment needed for the plant; Brazilian Traction will 
meet the remaining costs from its own resources. 

The loan is for a term of 20 years and bears interest 
of 475 per cent per annum including the 1 per cent com- 
mission which will be allocated to the Bank’s special 
reserve. Amortization will begin September 1, 1955. 
The loan is guaranteed by the Government of Brazil. 
As evidence of indebtedness of the borrower, the Bank 
will receive Collateral Trust Bonds of the Brazilian Trac- 
tion, Light & Power Co., Ltd., which will be secured by 
the pledge of debentures of the parent company’s princi- 
pal operating subsidiaries and by a floating charge on 
the assets of Brazilian Traction. 

In January 1949 the Bank made a loan of $75 million 
to Brazilian Traction for the expansion of power and 
telephone services; this loan was increased two years 
later by $15 million. Electric power projects financed 
with the help of that loan have a combined capacity of 
about 600,000 kilowatts: most of this capacity is now in 


operation and all of it will be installed by the middle of 
1954. 


Turkey 


On February 26, the International Bank made a loan 
of US$3.8 million to the Government of Turkey for port 
development. The loan will supplement a loan of $12.5 
million made in July 1950 to finance the foreign exchange 
costs of a series of port improvement and construction 
projects. The new loan will cover an increase in the 
foreign exchange requirements of the projects. 

The port projects being carried out with the help of 
Bank financing are part of Turkey’s program to modern- 
ize and enlarge its harbor facilities. Most of Turkey’s 
foreign commerce and a large part of its domestic trade 
are dependent on efficient seaports. Since the time of 
the Bank’s first loan, the physical volume of Turkey’s 
foreign trade has increased by about 90 per cent. and 
domestic trade has also increased greatly. Inadequate 
harbor facilities have resulted in overcrowding and ex- 
cessive port charges. The loans are helping to finance 
the improvements most urgently needed to relieve the 
present load on Turkey’s ports and to raise their imme- 
diate operational efliciency. The recent loan will ensure 
the foreign exchange necessary to bring the projects to 
completion. 

The projects for which the Bank’s loan are being used 
include the construction of a new port at Samsun on 
the Black Sea; the expansion of the ports of Salipazar 
and Haydarpasa on the Bosphorus, Alsancak (the port of 
Izmir) on the Aegean Sea, and Iskenderun on the Medi- 
terranean Sea; and the installation of additional perma- 
nent equipment at several smaller ports. Samsun has 
no natural harbor and the new port being built there 
will give better access to a rich hinterland in central 
and eastern Anatolia. Part of the improvements at Hay- 
darpasa, Alsancak. and Iskenderun will be designed to 
service new grain elevators being built with the help of 
another Bank loan. 

The loan is for a term of 2114 years, with interest of 
47, per cent per annum, including the 1 per cent com- 
mission which will be allocated to the Bank’s special 


reserve. Amortization will begin on April 1, 1956. 
Australia 


A loan of $54 million was made by the International 
Bank to the Commonwealth of Australia on March 2. 
The loan will be used for the import of capital goods and 
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equipment needed for development in the following fields: 
agriculture and forestry, road, rail and air transport, 
electric power, and various other industries. The loan 
will benefit both private and public enterprise; goods 
imported with the proceeds will be used by farmers, pri- 
vate businesses, and Commonwealth and State authorities. 

About one quarter of the Bank’s loan will be used for 
agriculture. The foreign exchange thus provided will 
make possible continuing imports for the improvement 
of existing farms and for opening up new areas to cul- 
tivation. Tractors, earth-moving equipment, farm imple- 
ments, harvesting equipment, and components for their 
manufacture in Australia, as well as tractors and forestry 
equipment for the exploitation of forest resources, will 
be bought with the proceeds of the loan. 

About three fifths of the funds provided by the loan 
will be used for the import of medium and heavy trucks 
suited to Australian road conditions. and for equipment 
One million dollars 
has been allocated to railway improvement, mainly to 
purchase components needed for the manufacture of 
diesel locomotives in Australia. 


to construct and maintain roads. 


Part of the amount allo- 
cated to transport will be used to help pay for four four- 
engined aircraft to be used in domestic air transport 


Europe 
Transferable Sterling Rates 


The transferable sterling rate in New York has re- 
cently been sharply below the record level of $2.7814, 
representing a discount of under 1 per cent from the 
official rate, reached at the end of 1953. In the early 
days of January, the rate fell by 414% points, but rallied 
to $2.76144 by the beginning of February. Movements 
were more modest during the succeeding two weeks but, 
on February 19, the rate fell by 114 points in one day’s 
dealings, to $2.73. As far as can be ascertained, the 
only direct action of the U.K. authorities which may have 
influenced these movements was the stricter control im- 
posed during late January over exports to sterling area 
countries in the Middle East (see this News Survey, Vol. 
VI, p. 254). But some recent activities of the U.S.S.R. 
and Thailand may have exerted an influence on recent 
rates. There have also been transactions by speculators 
who had acquired sterling in anticipation of convertibility 
being introduced. 

Source: The Financial Times, London, England, February 
23, 1954. 


U.K. Restoration of Private Trading in 
Raw Jute 

The U.K. Board of Trade has announced that the 
Jute Control, at present the sole importer of raw jute 
and jute goods, will cease to purchase and import raw 
jute at an early date. The decision will take effect after 


INTERNATIONAL FINANCIAL News Survey, March 5, 1954 





service and for eight four-engined aircraft to be used in 
international service. 





The remainder of the loan, amounting to about one 
seventh of the total, will assist in the continuing develop. 
ment of electric power and of manufacturing industries, 
It will be used to buy equipment for iron and steel pro. 
duction, food processing, chemical production, textile 
processing, mining, metallurgy, and metal working and 
fabricating, and to buy specialized electrical equipment. 


This is the third loan made by the Bank to assist in 
financing the development of Australia. A loan of $100 
million, made in August 1950, has been completely dis- 
bursed. Three fifths of the second loan, for $50 million, 
made in July 1952, has been disbursed. The latest loan 
will help cover Australian imports of capital equipment 
through September 1955. 

The loan is for 15 years, with interest at 4°4 per cent 
per annum, including the 1 per cent commission which 


will be allocated to the Bank’s special reserve. Amortiza- 
tion will begin in March 1957. 


Sources: International Bank for Reconstruction and De- 
velopment, Press Releases, Washington, D.C., 
February 24 and 26 and March 2, 1954. 






discussion between the industry and the Ministry of 
Materials. Government trading in imported jute goods 
will continue until measures to safeguard the U.K. jute 
manufacturing industry under conditions conducive to 
efficiency can be worked out and introduced. At present, 
imported jute goods are marketed in the United Kingdom 
by the Jute Control at prices equal to those of domestically 
manufactured goods. 

Source: The Financial Times, London, England, February 


17, 1954. 


U.K. Rationing to End in July 

The U.K. Ministry of Food has announced that ra- 
tioning of meat and bacon, which has been in force since 
the beginning of 1940, will end during the first half of 
July. This will be the final step in the dismantling of 
the wartime food rationing system. But the end of ration- 
ing will not mean that the Ministry of Food will be ended. 
The Ministry still has long-term contracts with overseas 
suppliers and also has the task of disposing of its stocks. 
The food offices throughout the country will, however, 
be closed down. 
Source: The Financial Times, London, England, February 

18, 1954. 


Gold Prices in Paris 

The sale of three tons of Russian gold in the Paris free 
market in the latter part of February reduced gold prices 
in that market to 424,000 francs per kilogram, the lowest 


recorded since 1947. A further consequence of these 
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sales was a decline in the black market U.S. dollar rate 
to 366 francs. The gold was sold for dollars, Swiss 
francs, and sterling, and delivered in bars of 11 to 12 kilo- 
grams. Buyers were reported to be mostly smelters who 
melt the gold, use it for their own purposes, and pour any 
remaining surplus into ingots which they sell on the 
Paris market, where the price has been slightly above 
US$35 per fine ounce. 

By March 2 the price of gold had fallen further, to 
419,000 francs per kilogram, and the black market dollar 
rate had dropped to 364 francs. This further strengthen- 
ing of the franc was attributed to growing confidence, 
and to purchases of francs by Swiss banks in anticipation 
of a heavy tourist demand. 

Sources: New York Herald Tribune, Paris, France, Feb- 
ruary 25, 1954; The Journal of Commerce, New 
York, N.Y., March 3, 1954. 


Norway’s Balance of Payments Problems 

At a meeting of the Supervisory Council of the Norges 
Bank on February 15, Mr. Gunnar Jahn, Governor of 
the Bank, stated that, if a country were prepared to 
accept the consequences, full convertibility could be in- 
troduced immediately. The social and political strain 
involved, however, is so great that full convertibility is 
not a practical policy today. Large reserves and stabili- 
zation funds are of little help unless equilibrium can be 
established between the internal and the external economy. 

Norway had not suffered from inadequate liquidity in 
meeting her balance of payments obligations in 1953. 
This was mainly a result of EPU membership, but it was 
due also to the fact that a loan had been obtained from 
Sweden, shipping companies had been able to raise dollar 
loans, and some dollars were received as a donation. Mr. 
Jahn added, however, that Norway is in a serious position, 
partly because of the lack of flexibility which makes it 
difficult to bring the external and the internal economies 
into proper relationship with each other. 

EPU now occupies a special position among interna- 
tional organizations, because new loans are raised almost 
automatically through the Union every month. These 
loans are granted, however, without the creditor coun- 
tries, from whom indirectly the loans come, having any 
opportunity to appraise the creditworthiness of the bor- 
rowing countries. When the loans are seen to be increas- 
ing, an examination begins which tends to impair the 
general credit of the country concerned, and induces 
other countries to exert pressure on the domestic economy 
of that country. EPU credits were never intended to 
take the place of long-term loans but, as they cover deficits 
that have already been incurred, there is no guarantee 
that they will not be used for capital investment purposes 
which should have been financed by long-term loans. 
Mr. Jahn, however, expressed the hope that EPU would 
be continued, as there is no other scheme to replace it. 
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It is not ideal, because it will always suffer from the lack 
of coordination between the economic structures and 
policies of its members. 

Developments in 1953 seem to indicate that Norway 
has again entered a period in which the monetary. aspect 
of the economy may threaten the equilibrium which had 
been achieved. Credit restrictions ought to be applied 
to reduce the rate of capital investment, so that balance 
of payments deficits larger than can be managed will not 
emerge. Measures have been proposed in the national 
budget for restraining domestic demand through mon- 
etary and credit policy, including raising loans from 
private credit institutions to provide funds for the state 
banks, and the establishment of a maximum limit for 
the loans to be granted by the state banks (see this News 
Survey, Vol. VI, p. 240). The effect of these measures 
upon the general liquidity position in 1954 will, how- 
ever, depend largely on the movements of the Treasury 
account with the Norges Bank. If the balance in this 
account decreases, the effect of the cessation of loans by 
the State to the state banks may be completely or partially 
neutralized. And the limit on state bank loans cannot be 
fully effective in 1954 because the State Housing Bank 
is bound by commitments which have already been made. 

It has also been stated in the national budget that the 
provisions which regulate the legal reserves of banks 
maintained with the Norges Bank should be applied by 
degrees, and that the provision of facilities for institu- 
tions other than joint stock and savings banks to buy 
Treasury bills is under consideration. The latter step 
would be intended to assist in the creation of a money 
market, in which the Norges Bank could engage in open 
market operations. In view of the attitude taken both 
by the Government and the majority of the Opposition, 
it is, however, unlikely that the interest rate will be used 
as an instrument of monetary policy in Norway in 1954. 
Source: Norges Bank, Bulletin, Oslo, Norway, February 

20, 1954. 


Trade Within the Soviet Bloc 


An article by I. Ivanov in the November 1953 issue 
of the official Soviet publication on foreign trade shows 
that the percentage share of the Soviet bloc in the foreign 
trade turnover (imports plus exports) of the countries 
listed below changed as follows in the years 1948 to 1952 
inclusive: 

1948 1949 1950 
(in per cent) 
eS Sia. ~- 26 61 72 
41 59 58 67 
32 55 61 71 
bic 34 61 67 71 
MEM ics stieceriase: ON 83 80 85 
Bulgaria...» 78 89 92 89 


1951 1952 


According to Ivanov, the foreign trade of Albania, the 
Mongolian People’s Republic, and the Korean People’s 
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Republic (i.e., North Korea) is exclusively with the 
Soviet Union and other countries of the Soviet bloc; and 
80 per cent of the Soviet Union’s foreign trade in 1952 
was with other countries of the Soviet bloc. 

The Soviet Union was first in China’s foreign trade 
in 1952, accounting for 53 per cent of China’s imports 
and 54 per cent of its exports. In the same year, 32 per 
cent of Poland’s foreign trade was with the Soviet Union. 
35 per cent of Czechoslovakia’s, 29 per cent of Hungary’s, 
58 per cent of Rumania’s, and 57 per cent of Bulgaria’s. 
Source: Vneshnyaya Torgovlya, No. 11, 

U.S.S.R.. November 1953. 


Middle East 


New Company Law in Egypt 


To encourage investment, a new Company Law was 


Moscow, 


decreed by the Egyptian Cabinet on January 13, as Law 
26 of L954. 
15, attempts to remedy the defects of an earlier law 
enacted in 1947, 


panies founded in Egypt or having their head office or 


This law. which became effective February 
Its provisions apply to joint stock com- 
principal center of activity in Egypt. They also apply 
to “limited partnerships by shares” and to “limited lia- 
bility companies.” both of which are new types of business 
organizations for Egypt. Companies established before 
October 1949 are, however, exempted. 


\ limited liability company must be formed pri- 
vately before any public announcement is made. Its 
capital may not be less than LE 1.000, divided in equal 
shares, and the value of each share may not be less than 
LE 20. 


and, if the number exceeds ten, the company must appoint 


The number of partners may not exceed fifty, 


a board of at least three partners to superintend the 
company’s work. The life of such companies must not 
exceed 25 years; their capital must not be increased, and 
loans for them must not be raised, by public subscription. 
They may not issue transferable shares or debenture 
bonds, undertake insurance or banking business, or invest 
capital on behalf of a third party. 


The number of shareholders in a joint stock company 
must not be less than seven. Its Articles of Association 
and all subsequent amendments must be published. _ Its 
capital must be adequate for its objectives, and the paid-up 
part must not be less than LE 20,000, At least 49 per 
cent of the shares must be offered to Egyptians for a 
month at least, after which the company may be estab- 
lished irrespective of the percentage of shares sold to 
Egyptian nationals. This does not apply to companies 
formed under the provisions of Law 156 of 1953, con- 
cerning the encouragement of investment of foreign capi- 
tal in certain fields Vol. VI. 
p. 77). Dividends paid on founders’ shares are not to 


exceed 10 per cent of the net profits after deducting the 


(see this News Survey, 
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legal reserves and providing at least 5 per cent as divi. 
dends on capital. The capital may not be increased, or 
debenture bonds issued, except by resolution of the 
general assembly of the company. Bonds may not be 
issued for an amount exceeding the paid-up capital. Land 
companies and the Industrial Bank, however, are exempted 
from this provision. Within one year following the date 
of the issue of shares and bonds, application must be 
made for admission to the official quotation lists on all 
Egyptian stock exchanges. At least 20 per cent of the 
net profits of joint stock companies are to be set aside 
as a reserve until an amount equal to one fifth of the 
capital has been accumulated. 


At least 40 per cent of the members of the Board of 
Directors of a joint stock company must be Egyptian. 
Companies established in accordance with Law 156 of 
1953 are exempted from this provision. Other provisions 
place limitations and restrictions on members of the 
Boards of Directors and Managing Directors. 


At least 75 per cent of the employees of a joint stock 
company must be Egyptian nationals and the aggregate 
of their wages and salaries must be not less than 65 per 
cent of the total paid. The number of Egyptian laborers 
must not be less than 90 per cent of the total number 
of laborers employed, and their wages must not be less 
than 80 per cent of the aggregate wages paid. Companies 
to which these provisions are applied for the first time 
will be allowed three years to conform with the law, but 
any difference between the existing proportions and those 
provided for in the law must be diminished by at least 
one third each year. If Egyptians are not available. 
however, the Minister of Commerce and Industry may 
allow companies to employ foreign technicians for a 
determined period. No minister or public official above 
a certain grade is allowed, without special authorization, 
to accept employment in a company which deals with the 
Government until three years after he has left the service 
of the Government. Members of Parliament are pre- 
cluded from accepting employment in companies which 
are granted special privileges by the Government. Public 
office is forbidden to members of the Board of Directors 
of a joint stock company. Joint stock companies may 
not make donations of any kind to any party or political 
association. Donations for other purposes in any one 
year may not exceed 3 per cent of average net profits 
over the past five years. 


Sources: Al Ahram, Cairo, Egypt, January 14, 1954 and 


other issues. 


Israel’s Exchange Rate 


The US$2.80 and US$1.40 exchange rates for the 
Israeli pound, which had been introduced in February 
1952, were abolished on January 1, 1954, when I£1—=US$1 
became the official rate. The Treasury announced at the 
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same time that the premium of 80 per cent which, since 
May 1953, had been granted to tourists and on nearly 
all exports would be extended to all government purchases 
of foreign currency, except those from Jewish national 
institutions and charitable organizations on which a pre- 
mium of 30 per cent will be paid. The surcharge of 80 
per cent, which was also imposed in May 1953 on most 
imports previously imported at the 1£1—US$1 rate, will 
in future be applied to almost all government sales of 
foreign currency except those covering vital imports, such 
as foodstuffs and fuel. The main de facto rate of 
exchange is thus 1£1—US$1.80. 

The new arrangement is not expected to have impor- 
tant price effects. Certain import duties and payments 
to the Price Equalization Fund and other accounts have 
been reduced to prevent any movement of prices for the 
imports which are now transferred to a higher effective 
exchange rate. 


Many manufacturers consider the 80 per cent premium 
unsatisfactory for exports, and ways have been found to 
raise it indirectly. Exporters were permitted in May 
1953 to open foreign currency accounts with part of the 
proceeds of their exports, different percentages being fixed 
for different exports. These could be used, with Treasury 
permission, to import raw materials required for export 
goods, and a practice has developed for using part of 
these raw materials to produce goods for sale on the 
domestic market, where more favorable prices offer com- 
With 
the same purpose in mind, the Treasury sometimes sanc- 
tions barter transactions. There is thought to be little 
likelihood of a unified rate of exchange in the immediate 
future. 

Source: Bank Leumi le-Israel B.M., Review of Economic 
Conditions in Israel, Tel-Aviv, Israel, February 
1954. 

Investments in Israel 

The Fertilizers and Chemicals Company of Israel, which 
has so far invested $7 million and 1£5 million, has adopted 
plans for expansion calling for investments of [£3 million 
in 1954. A major part of the increased output of the com- 
pany is expected to be used within Israel, thus decreasing 
the need for imports. 

Source: /srael Economic Horizons, New York, N.Y., Jan- 
uary 1954. 
Note Issue in Lebanon 

The Lebanese note issue at the end of 1953 was LL 205 
million, compared with LL 200 million at the end of 
1952. Gold and foreign exchange cover represented 65 
per cent of the note issue at the end of 1953, in contrast 
to 54.5 per cent at the end of December 1952. The 
increase was due mainly to purchases of gold and U.S. 
dollars. During January 1954, the foreign exchange in 
the cover was used to purchase gold. By the end of the 


pensation for less satisfactory export proceeds. 
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month, the cover was 67.3 per cent of the total note issue, 

which remained the same as at the end of December. 

Source: Le Commerce du Levant, Beirut, Lebanon, Feb- 
ruary 3, 1954. 


Far East 


New Rice Export System for Thailand 


The Thai Government is considering favorably a plan 
of the new rice board to place under a tender system 
rice for export outside of government-to-government con- 
tracts. Under the proposed system, the Government 
would call for tenders for the amount of rice available 
for export each month, and would grant the export quota 
to the highest bidder. The merchants would find their 
own markets for the rice. It is expected that in this way 
most of the profits of the rice trade would go to the 
Treasury, in contrast to the present system under which 
most of the profits go to the merchants. 

The establishment of a syndicate to export rice has 
been proposed by a group of leading rice merchants. 
The syndicate would handle all rice export trade, includ- 
ing shipping, and would assure that bona fide rice mer- 
Also it would at- 
tempt to have all importing countries purchase rice on 
a c.i.f. basis, so that local merchants might share in the 
shipping commission. 

Sources: The Bangkok Post, Bangkok, Thailand, Febru- 
ary 5, 1954; Far East Trader, New York, N.Y., 
February 24, 1954. 


chants would obtain export permits. 


Japan and the Gatt 
Brazil and Greece have accepted the declaration by 
which the commercial relations of some of the contracting 
parties to the GATT and Japan will be regulated on the 
basis of the GATT (see this News Survey, Vol. VI, p. 218). 
Source: Information Centre, European Office of the 
United Nations, Press Release, GATT /157, 
Geneva, Switzerland, January 25, 1954. 


December Increase in Japanese Exports 

Japan’s Ministry of International Trade and Industry 
announced on January 21 that the value of exports au- 
thorized by the foreign exchange banks during December 
1953 was equivalent to US$136 million. This figure was 
31 per cent above that for November, and the highest 
of any month since March 1952. Exports to the dollar 
area were $41 million, which was 22 per cent greater 
than in November; those to the sterling area ($36 mil- 
lion) increased by 36 per cent; and those to the open 
account area ($59 million), by 37 per cent. 

The increase in total exports is attributed to three 
main developments: large exports of textile goods to the 
countries in the open account area, e.g., the Philippines, 
Thailand, Indonesia, and Formosa; an increase in ex- 
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ports of steel products, such as galvanized iron sheets, 
to Indonesia and Thailand, and of thin plates to Argen- 
tina; and substantial exports of soda manufacturing 
equipment to Indonesia, weaving machines to Brazil, 
tankers to Panama, and textile machines to Pakistan. 
The value of exports authorized for the whole year 
1953 was $1,227 million, a decrease 6f $27 million, or 
2.1 per-cent, from the figure for 1952. 
Source: Nihon Keizai Shimbun, Tokyo, Japan, January 


22, 1954. 


Philippine Bank Rate Reduced 


The Philippine Central Bank has reduced its interest 
rate from 2 per cent to 14% per cent. This was done to 
ease the credit situation and to stimulate the financing 
of business and industrial expansion. Previously, the 
Central Bank had made it known that it was ready to 
meet all applications by commercial banks for loans. 
Source: Far East Trader, New York, N.Y., February 24, 

1954. 


Report of Philippine Gold Producers 


The Philippine Gold Producers Association, in a spe- 
cial report on the gold mining industry, has stated that, 
because of unfavorable operating conditions, the industry 
is facing extinction. It urges that the Government either 
adopt a direct subsidy program, sufficient to cover average 
expenses plus a reasonable profit, or implement the gold 
certificate plan: by which a holder of gold will be entitled 
to an import certificate through the sale of gold to the 
Central Bank at the official price of US$35 per ounce. 
In 1953 the nine producing gold mines suffered a com- 
bined net loss of almost 800,000 pesos ( US$400,000). 


Source: Far East Trader, New York, N.Y., February 24, 
1954. 


United States and Canada 


U.S. Current Account Balance for 1953 


The 1953 pattern of U.S. commerce with other coun- 
tries was, in many respects, a continuation of one which 
had developed in late 1952. Exports of goods and serv- 
ices, excluding military-aid items, after a decline which 
began in mid-1952, remained relatively stable; for 1953 
as a whole they amounted to about $17 billion, compared 
with $18 billion in 1952. Exports of military-aid equip- 
ment in 1953 exceeded those in 1952 by about $1.5 
billion. The rise in imports of goods and services, which 
started early in 1952, extended into 1953, although toward 
For the 
year as a whole, imports of goods and services were 
about $16.5 billion, compared with $15.8 billion in 1952. 


The rise was due mostly to greater military expenditures 


the end of the year imports began to decline. 
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abroad and, to a lesser extent, to higher tourist expendi- 
tures. 

The current account surplus, excluding military-aid 
exports, approximated $500 million, the lowest export 
balance since the war. The lower surplus reflects not only 
the high level of U.S. business activity and the large mili- 
tary commitments abroad, but greater export availability 
in foreign countries. 

Exports of agricultural products, fuel, and steel gen- 
erally declined in 1953. Lower exports of wheat and 
cotton coincided with a growth of domestic supplies 
abroad. The reduced foreign demand for fuel and steel 
also coincided with the development of more abundant 
supplies abroad; Western European imports of U.S. coal 
were only one third the 1952 imports. Foreign demand 
for finished petroleum products declined in 1953 as a 
result of the expansion in foreign refinery capacity. Total 
commercial exports of other products remained relatively 
stable, largely because of the strength in foreign (par- 
ticularly Canadian) demand for U.S. machinery and 
vehicles. 

Although total U.S. merchandise imports in 1953 were 
approximately equal in value to those in 1952, there were 
considerable changes in the commodities imported. Most 
of the rise in total imports during the first half of 1953 
and the decline which followed can be explained by 
The fluctua- 
tions in this category of imports were, however, greater 
than would have been expected from changes in domestic 
manufacturing activity alone. Imports of metals increased 
sharply, to a peak in the second quarter of 1953. This 
rise was due largely to a gradual increase in production 
in the supplying countries, while slackening European 


changes in the demand for raw materials. 
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demand, particularly for aluminum and copper, increased 
the supply available to the U.S. market without price rises. 
The rise in both government and industry stockpiles dur- 
ing the first half of the year was also a significant factor 
in the high level of metal imports. In contrast, during the 
second half of 1953, excess stocks and a decline in cur- 
rent requirements were responsible for a sharp decline in 
metal imports. 


The decrease in imports of natural rubber throughout 
1953 was mainly a result of the curtailment in govern- 
ment stockpile purchases. This caused a continuous fall 
in rubber import prices, which eventually dropped below 
synthetic rubber prices. 

Population growth and personal incomes higher than 
in 1952 explain in part the gradual rise in imports of 
foodstuffs. Rising coffee prices contributed to the higher 
1953 value of imports in this group. Imports of finished 
goods also advanced moderately, to about $1.1 billion, 
primarily because of higher U.S. incomes and expanded 
European output, coupled with intensified marketing 
efforts. 

Source: Department of Commerce, Survey of Current 


Business, Washington, D.C., February 1954. 


Amendment of Bank of Canada Act 


Under proposed legislation, the powers of the Bank of 
Canada are to be amended so as to empower it to fix the 
minimum cash ratios of the chartered banks at 8-12 per 
cent of deposit liabilities. Changes in the ratio will re- 
quire one month’s notice and may not exceed 1 per cent 
in any one month; the ratio is to be calculated as a 
monthly average of daily cash holdings. At present the 
minimum cash ratio is 5 per cent of deposits. 

The same bill provides for the removal of restrictions 
on holdings of government bonds by the Bank of Can- 
ada. Under the existing law there is no limit on holdings 
of Government of Canada or provincial securities with a 
maturity of less than two years, but holdings of longer- 
dated securities are restricted to 50 per cent of liabilities, 
and holdings of bonds 10 years or more from maturity 
are limited to Can$75 million. This proposal will fa- 
cilitate open market operations to support the bond mar- 
ket to maintain new long-term issues. (In January it 
was announced that the Bank would be empowered to 
make short-term loans to the chartered banks on the 
security of insured mortgages; see this News Survey, 
Vol. VI, p. 219.) 

In addition, the reserves of the Bank of Canada are 
to be raised from Can$15 million to Can$30 million by 
the retention of one fifth of annual profits until the oper- 
ation is complete. Also the law relating to foreign cur- 
rency holdings is to be amended to permit the holding 
of U.S. Government securities of any type and U.K. Gov- 
ernment obligations of up to six months’ maturity. The 
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existing power to hold six month’s maturities of France 

or any British Dominion is to be rescinded. 

Source: The Financial Post, Toronto, Canada, February 
27, 1954. 


Latin America 


Banco de Mexico’s 1953 Annual Report 


In its 1953 Annual Report, the Administrative Council 
of the Banco de Mexico points out that the 1953 balance 
of payments of Mexico was in approximate balance, in 
spite of the fact that the value of exports was smaller 
than in 1952 by 569 million pesos (US$66 million) while 
the value of imports was virtually the same as in the 
earlier year. Gold and silver production was somewhat 
less than in 1952, and there was only a relatively small 
net use (120 million pesos or US$14 million) of new for- 
eign long-term loans from the Export-Import Bank of 
Washington and the International Bank for Reconstruc- 
tion and Development, after allowance for repayment of 
previous official long-term indebtedness. The main im- 
provement over 1952 was in the invisible balance of 
payments accounts, principally net receipts from foreign 
tourists and remittances of Mexican laborers seasonally 
employed in the United States. 


The money supply expanded by more than 10 per 
cent, but average wholesale prices dropped about 2 per 
cent and average retail prices about 2%4 per cent below 
the 1952 average. The monetary expansion is to be 
ascribed in part to bank credit expansion and in part to 
the government deficit. Total bank credit expanded by 
nearly 1,300 million pesos (US$150 million) but most 
of the new credits went to producers, only about one 
eighth going to commercial enterprises. This credit 
policy has led to an increase in the acreage under culti- 
vation, with the result that larger agricultural crops may 
be expected in the coming year. 

The ordinary revenues of the Federal Government were 
nearly 10 per cent less than in 1952, while expenditures 
declined only about 2 per cent, with the result that a 
budget deficit of 244.5 million pesos was incurred. Public 
debt operations resulted in an increase of 146.5 million 
pesos in the internal public debt and a reduction of 138 
million pesos in the external public debt. 

Source: Excelsior, Mexico D.F., February 25, 1954. 


Peruvian Iron Ore Exports 


The first shipments of iron ore from Peru were made 
in April 1953 by the Marcona Mining Company. Almost 
one million tons were exported last year, and it is expected 
that two million tons will be exported during the current 
year. (See also this News Survey, Vol. VI, p. 31.) 
Source: Bank of London & South America, Fortnightly 

Review, London, England, February 20, 1954. 
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Bolivia's Official Exchange Rate 


Bolivia’s Minister of Finance and Statistics, in an in- 
terview granted to the newspaper La Nacion, stated that 
the present dollar auction system is based on Article 7 of 
the Decree of May 14, 1953, which regulates the official 
exchange market (see this News Survey, Vol. V, p. 357). 
The exchange rate in this market should be determined 
by demand and supply, as provided by Article 1 of the 
same Decree. 

At the auctions that take place through the agency of 
the Banco Nacional and the Banco Mercantil (see this 
News Survey, Vol. VI, p. 245). the demand comes from 
those who wish to buy dollars for such purposes as travel 
abroad, medical aid abroad, sending of royalties abroad, 
etc.; the supply is provided by those who produce gold. 
On February 6, the free market rate was 1.050 bolivianos 
per U.S. dollar. 

The Finance Minister further stated that one of the 
main objectives of the existing auction system is to dis- 
courage speculation, and that its operation could not be 
conducive to a flight of exchange. 

In regard to measures that the Government is adopting 
to attain monetary stability, he stated that the exchange 
budget, which would soon be voted upon, would be in 
balance. New fiscal resources that would not raise living 
costs are being explored. These measures should be sup- 
plemented by an increase in production, that is. by an 
increase of national income, without increasing produc- 
tion costs. With respect to rumors of a change in the 
official rate of exchange, he stated that the Government 
had approved the Decrees of May 14, 1953, in accordance 
with economic conditions in Bolivia, and that the official 
exchange rate fixed at that time would be maintained 
and defended. 

Source: La Nacion, La Paz. Bolivia, February 12, 1954. 


Paraguay’s Exchange Budget for 1954 

The exchange budget for 1954 of the Central Bank of 
Paraguay estimates receipts and expenditures at the 
equivalent of US$48.1 million, eliminates former subsi- 
dies on government payments, and reclassifies imports 
into five groups. The budget covers transactions in both 
the official market and the controlled free market oper- 
ated by the Central Bank. 

Export receipts are estimated at $40 million, services 
and other current income at $2.1 million, and other re- 
ceipts, presumably on capital account, at $6 million. 


Import payments are estimated at US$36.3 million, 
services and capital payments at $10.5 million, and pro- 
vision is made for a $1.3 million “contingency fund.” 

The value of imports for each of the five groups, and 
the exchange rate to which each group is subject, are as 
follows: Group I, $10 million, parity rate of 15 guaranies 
per U.S. dollar; Group II, $6.4 million, effective rate of 
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21 guaranies (parity rate plus 40 per cent surcharge) ; 
Group III, $12 million, effective rate of 30 guaranies 
(parity rate plus 100 per cent surcharge); Group IV, 
$3.8 million, effective rate of 30 guaranies, plus “auction 
surcharges”; Group V (a new category), $4 million, 
controlled free market rate of about 60 guaranies. 
Certain government services are subject to the parity 
rate of 15 guaranies per U.S. dollar, while other govern- 
ment payments are subject to an effective rate of 30 
guaranies. Private payments for specified services to be 
made through the official market are subject to effective 
rates of 35 and 45 guaranies per U.S. dollar. All other 
service payments are to be made through the controlled 
free market. 
Source: El Pais, Asuncion, Paraguay, February 1, 1954. 


Other Countries 


Southern Rhodesian Tobacco 


An agreement between the Southern Rhodesia Tobacco 
Marketing Board and the U.K. Board of Trade provides 
that 410 million pounds of tobacco will be made avail- 
able to British tobacco manufacturers over the next five 
years—85 million pounds in each of the years 1954 and 
1955 and 80 million pounds in each of the years 1956-58. 
The 1954 tobacco crop is expected to be of better quality 
than the crops for many years past, and the total weight is 
estimated as 120 million pounds. 

Source: The Financial Times, London, England, Febru- 
ary 13, 1954. 


British Guiana Gold 


Gold traders in British Guiana have forwarded to the 
Governor a petition asking that the ban on gold exports 
to the West Indies should be removed. They believe that 
there is a market in the Caribbean area for British 
Guiana gold. 


Source: Barclays Bank (Dominion, Colonial and Over- 


seas), Overseas Review, London, England, Feb- 


ruary 1954. 


International Financial News Survey, written by mem- 
bers of the staff of the Fund, is based on material pub- 
lished in newspapers, periodicals, official documents, and 
other publicaitons as cited at the end of each note. Ex- 
planatory material may be added, but no Fund editorial 
comment or opinion. Therefore any views expressed are 
taken from the sources quoted and are not necessarily 
those of the Fund. 

The News Survey is published weekly, except in the 
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